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Subject: OBSOLESCENCE PROCEDURE 

It has been decided that a more aggressive approach must be taken to address 
slow moving / obsolete inventories which are stored through the distribution 
network. 


Retention of these items increases costs to PM in as much as we are forced on 
occasion to secure outside storage facilities because of space constraints at our 
established distribution centers. 



Effective April 1, 1995. a new obsolescence procedure wiil be implemented. The 
plan outline is as follows: 


PROMOTION RESIDUE 

Four (4) months after the end of any promotion, owning departments will be sent a 
list of components which remain. The cover letter will ask you to respond with 
* specific disposition within two (2) weeks. After that time, the items not 
designated for re-use will be offered up to the field and other departments for a 
one (1) month period. Any remaining inventory after this last effort wiil be 
managed by the Matenal Logistics Department. 


NON-PROMO & CONTINUOUS POS 

Any items which have been in the distribution network for 1 year with an annual 
turn rate of less than one (1) will be candidate for disposal. Owning departments 
wiii continue to receive the lists of items which fall into this category every two (2) 
months. You will once again have two (2) weeks to respond with * specific 
disposition. After that time, the items not designated for re-use will be offered up 
to the field and other departments for another one (1) month period. Any 
remaining inventory after this last effort will be managed by the Material Logistics 
Department. 

* Specific disposition means providing a utilization date. 

We regret this action needs to be taken, but the distribution centers are throughput 
facilities not storage centers. We will try to utilize rather than destroy items, but 
simply put, we cannot continue to warehouse slow moving materials. Please 
disseminate this to the appropiate people in your department. 
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